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Business Development, Innovation and Corporate Entrepreneurship
There is a tightening race for developing new innovative businesses between global companies. This can especially be observed in the information and communication technology industries as well as in the electrotechnical industries, which constitute at present the core sector of the world's high tech industries. This paper is therefore focussing on technology-oriented global corporations, which are active in these high tech industries. Such corporations are increasingly forced to make their business development and innovation management more competitive and to integrate it more into their corporate level competitive strategies and value management procedures.
While it is unquestionable that these changes constitute new market opportunities, technology-oriented global companies have to react promptly in order to be able to create new customer value in due time with innovative offers and to survive in hypercompetitive global markets.
1
In many cases they try to match this challenge by dynamising their business development departments and/or in-house R&D departments through intrapreneurship, various forms of corporate development as well as internal and external corporate venturing activities and systematic acquisitions of new ventures and start-ups or, in other words, by creating a "corporate entrepreneurship" function within the company.
1 Cf. D'Aveni (1999), p. 127; Bruhn (1997), p. 339 By applying the Competence-Based Strategic Management (CBSM) framework, initiated by Sanchez and Heene 2 , the author will try to find out, which governance type of corporate entrepreneurship is most likely to be best suited for the challenge of hypercompetition and how to develop ways of putting this form to the best possible use, e.g. finding the relevant success factors.
Competence-Based Strategic Management 3 is seen here as an approach to strategic management, which is based on the Competence-Based View of the firm (CBV). 4 The CBV in turn is to a large extent derived from the Resource-Based View of the firm (RBV) as well as complementary to it. 5 The author is using due to this a combined RBV/CBV perspective of the firm in this paper, applying both theoretical concepts from the RBV and the CBV as well as a strategic model of the CBSM.
6
Competences are seen here as specific forms of resources.
7
Regarding the challenge of accelerating innovation rates and increasingly forceful global competition, innovation is more and more the central corporate success factor.
From a RBV/CBV perspective unique resource and competence positions do not only represent a superior adaptation to a given competitive situation in a specific market they can also actively influence the ruling competitive paradigm of that specific market. Corporate entrepreneurship is more and more regarded as an attractive alternative to sort out the possible market success of competing technologies and business models as well as the corresponding and new resources and competences. In this way technologies and business models can be tested faster and in a more flexible way than within the framework of traditional R&D and business development departments.
2 Cf. ; Sanchez/Heene (1997) 3 Cf. ; Sanchez/Heene (1997) 4 Cf. Prahalad/ Hamel (1990), p. 81; Freiling (2002 ), p. 18 5 Cf. Freiling (2002 , p. 8 6 Cf. , p. 13 7 Cf. Rasche (1994 ), p. 143 8 Cf. Freiling (2000 Hinterhuber/Friedrich (1999), p. 990; Macharzina (1999) From the a RBV/CBV perspective, corporate entrepreneurship (CE) pursues an exploitation of resource potentials, meaning that CE is "activating" latently existingand in the course of time accumulating -knowledge about the specific conditions and prerequisits as well as the resources and competences necessary for an innovation success within the market and technology environment the company is operating in or wants to operate in (resource exploitation). CE within a company can also try to participate in the creation and evolution of new internal or external resources (resource exploration). In practice CE typically consists out of a "mixture" of resource exploitation and resource exploration.
The different types of CE can be differentiated into two dimensions. One dimension is the degree up to which the CE function of the corporation is organizationally separated from the core business of the corporation. The other dimension is the degree up to which the CE function of the corporation is institutionalised. Consequently, the CE function can be categorized into four main governance types.
The CE governance type 1 ("development of new products and services") and the CE governance type 2 ("corporate development") are mainly serving for resource exploitation, whereas the CE governance type 3 ("single corporate ventures") and the CE governance type 4 ("corporate venture portfolios") mainly serve for resource exploration (see Fig. 1 ). activities. This will only be the case, if top management establishes incentive systems, for example in the form of idea competitions, internal business plan competitions or job promotion programs for declared intrapreneurs.
Furthermore, it is possible to offer support for developing intrapreneurs into entrepreneurs, e.g. through spin-offs.
10 Such a incentive system and the resulting emergence of inrapreneurs within the company, however, is often accompanied by a permanent subtle conflict of interest with line managers and department heads. In many cases this fact strongly reduces the intrapreneurs' motivation and scope of work.
It therefore fosters incremental innovations instead of radical innvovations.
Another possibility to intensify resource exploitation is the entrepreneurial "activation" of the whole R&D department or other departments, activities and processes of the company. This entrepreneurial activation can be achieved through self-financing, market-oriented accounting and the acquisition of third-party's funds ("third-party funding"). In this case the emphasis is not on a more individually oriented intrapreneurship, but on a collectively oriented entrepreneurship. In the following the author will concentrate on resource exploration, which is seen as especially promising to achieve significant innovation leaps. Furthermore, corporate venturing as a form of corporate entrepreneurship with increasing importance for corporations will be analysed in greater depth regarding its success factors.
Success Factors of Corporate Venturing
Since technology companies increasingly have to face hypercompetition 13 , the innovation race for new technologies and administrative forms of business transactions (business models) and a best possible combination of these is tightening and accelerating. 14 Corporate entrepreneurship under hypercompetitive conditions should therefore correspond to an investment and innovation regime, which is characterized mainly by real option analysis and a search for opportunities as well as by engaging in reversible and opportunistic networks and alliances in order to implement and to capitalize on potentially short-lived and fast changing competitive advantages and innovation successes. 15 Under these conditions, the CE governance type "corporate venture portfolios" (CE governance type 4) is of particular importance, as this CE governance type is raising the possible number of real options, opportunities and network and alliance accesses. It also allows for as many experiments as possible with new technologies and business models. This question is now examined from the RBV/CBV perspective using a strategic model of the CBSM, which is the model of Sanchez/Heene 17 (see Fig. 2 ). The model of Sanchez/Heene will serve as a reference frame and is considered to be dynamic, According to the model of Sanchez/Heene, companies' top managements have to provide the resources and competences for a successful corporate venturing.
Assuming that the required resources and competences for successful corporate venturing do not -or only to an insufficient extent -exist within the company, they have to be obtained by resource exploration, i.e. by closing company-specific resource gaps and by providing "firm-addressable resources" to the company 19 (precondition 1).
Apart from closing company-specific resource gaps, a successful corporate entrepreneurship function of a company also has to deal with the integration as well as the activation of external resources and competences in order to increase the competitiveness of existing or new CVs in its CV portfolio CV 1 -CV n (precondition 2).
19 Cf. Competences develop in the course of time from managing the existing CV portfolio CV 1 -CV n and from internal or externally acquired resource pools in the form of experience and knowledge about corporate venture activities or -more generallycorporate entrepreneurship activities in the context of a specific company. This happens in the form of a learning curve. These resource pools of experience and knowledge mainly comprise (a) the specific success factors and know how of corporate ventures operating in markets, in which the company itself currently also operates albeit with another business model or in which it wants to operate in the future and (b) the best possible organization of corporate entrepreneurship activities per se in the context of a specific company (precondition 3).
Three preconditions can thus be identified in order to achieve a successful corporate entrepreneurship of the corporate governance type 4 (see Fig. 2 ).
Considering various RBV/CBV-based scientific investigations, specific success factors for the CE function of a corporation can be deduced from these three general preconditions of success of CE functions of corporations. The preconditions 1 and 2 ("providing, integrating and activating external resources and competences for the CV portfolio CV 1 -CV n of a given company") are also referred to as the so-called "absorption capacity" 20 in the RBV/CBV view. It can be defined as the ability to absorb "firm-addressable resources" or -in other words -the ability to absorb external resources and competences, which are accessible to the corporation. It can be considered as a success factor.
The assimilation and application of external resources, however, often requires a significant degree of resource adaptations 21
. They can, thus, be regarded as another success factor. These resource adaptations are actually resource-related adaptation processes, which necessarily have to take place due to an (initial) misfit between internal and external resources and competences. These resource misfits between internal and external resources can be either technological, social or cultural in nature.
Precondition 3 ("development of competences from the resource pool of experience and knowledge created by managing the existing CV portfolio CV 1 -CV n of the company in the course of time") can be met by the fact that from an RBV/CBV perspective, routines -and based on that organizational competences -can systematically be created from the internal or externally acquired resource pool of experience and knowledge of a company in the course of time. In RBV/CBV terms, routines are reproduceable business operation sequences, which are based on the use 20 Cf. Cohen/Levinthal (1990) , p. 128 21 Cf. Hakansson/Gadde (1997), p. 407 of an existing resource pool of experience and knowledge of a company and which contribute to a purposeful structure and utilization of available resources. 22 The basis for the emergence of routines is the experience employees gain through the use of these company resources. The creation of routines is an important preliminary stage of the development of competences. Competences can be regarded as the capacity of making repetitive and structured use of the company resources in a way that enables the company to provide a solution to market demand and to implement a competitive edge. 23 Competences therefore involve the capability of employees to act successfully on a collective basis. Competences are regarded as a quintessential success factor in the RBV/CBV.
The competences, which develop from the resource pool of experience and knowledge created by managing an existing CV portfolio CV 1 -CV n, can be transferred within the corporation. This transfer can take place between the corporate core, the CV-portfolio CV 1 -CV n , newly acquired CVs or started-up CVs of the CV-Portfolio CV 1 -CV n. This results in a "leverage" of competences and the chances of innovation success are increasing. Consequently, the transfer and "leverage" of existing competences can also be considered to be a success factor.
From the RBV/CBV perspective, the following success factors for innovations through governance type 4 can consequently be derived:
-Absorption capacity: identification, assimilation and application of external, CErelevant resources and competences in order to increase the innovation success of an existing CV portfolio CV1 -CVn .
-Adaptation of resources: resource-specific adaptation processes of external, CErelevant resources and competences in order to increase the innovation success of the existing CV portfolio CV1 -CVn.
-Development of competences: development of routines and based on that competences from the pool of experience and knowledge, which serve for the purpose of raising the innovation success of an existing CV portfolio CV 1 -CV n .
-Transfer of competences: mutual transfer of existing competences within the corporation. This transfer can take place between the corporate core, the CVportfolio CV 1 -CV n , newly acquired CVs or started-up CVs of the CV-Portfolio CV 1 -CV n.
22 Cf. Grant (1991), pp. 114; Winter (1995) factors, which have to be developed to a high degree in order to raise the innovation success of any single given CV or any given CV portfolio: absorption capacity, resource adaptation, development of competences and the transfer and leveraging of competences. In order to achieve an increase in the innovation success of corporate ventures, the top management of a company consequently has four "adjusting levers":
the increase in the absorption capacity, the improvement of resource adaptation, the systematic development of competences and the highest possible degree of transfer of its competences within the corporation.
Competence development and radical innovations from the perspective of RBV/CBV
In hypercompetitive market situations resources and competencies play a much greater role as sources of sustainable competitive advantages. A high degree of "efficiency" concerning the development and safeguarding of sustainable competitive advantages in hypercompetitive market situations can be achieved, if radical innovations can be generated more quickly. That implies that totally new resources and competences have to be generated in short time and that existing resources and competences have to be "interrupted" in equally short time. This can be achieved by using a portfolio of corporate ventures (corporate governance type 4).
Corporate ventures typically operate in emerging market enviroments, where totally new resources and competencies are necessary and decisive for business success.
Being independent of established corporate routines enables them to acquire and/or build up new resources and competencies much faster in such enviroments.
Furthermore resource and competency "traps" can be avoided more effectively. Nontradable, external and innovation-related resources and competencies, sometimes also refered to as "implicit knowledge", can -with the possible exeption of M&A activititesonly be adopted by the corporation through time-consuming "learning by doing" and "trial and error" processes. From the perspective of the RBV/CBV two facts are decisive for a successful radical innovation management:
-Development of new competencies: systematic development of new routines, which are independent of the existing routines of the core corporation, and thereupon based new competences in order to improve the radical innovation capacity of the corporation. This can be achieved through the accumulation of new experience and knowledge, which is generated through the operation of a CVportfolio CV 1 -CV n.
-Transfer of new competencies: fostering the (mutual) transfer of existing and/or lately acquired new competencies. This transfer can take place within the corporate core or between the corporate core, the CV-portfolio CV 1 -CV n , newly acquired CVs or started-up CVs of the CV-Portfolio CV 1 -CV n.
For a radical innovation management the success factors development and mutual transfer of new competencies are of paramount importance, even if the success factors absorption capacity and resource adaption also play an important auxiliary role.
Radical innovation management from the point of view of the RBV/CBV also has to take into consideration that (core) competencies tend to have an ambiguous effect on the innovation capacity of an enterprise. Core competencies exercise on the one hand an innovation-promoting effect and on the other hand an innovation-inhibiting effect. As long as the innovation process takes place on the basis of existing core competencies of the corporation, in other words, as long as the innovation process follows the established innovation trajectory of the corporation, it creates only gradual and evolutionary innovation and a corresponding gradual and evolutionary competency development (incremental innovation). In this case the existing core competencies play an innovation-promoting role. As soon as the innovation process needs to circumvent existing core competencies of the corporation, possibly because of some type of discontinuous market or technology development, which in turn creates the urgent neccessity to create radical innovations and a radical departure from existing core competencies, the existing core competencies begin to play an innovation-inhibiting role. Sometimes core competencies tend to become in such a context of rapid and discontinuous change a serious burden. This is then called a "core rigidity". 25 The ambiguous effect of core competencies is reflected by a fundamental dilemma, which is the dilemma of innovation and routine.
26
The innovation-inhibiting effect of core competencies in the case of radical innovation processes was discovered and discussed by the very protagonists of the core competency research stream themselves.
Because of their independence of established corporate routines, new capabilities can be developed faster and the danger of core rigidities can be minimalized.
Therefore the independence of corporate ventures is decisive for the development of new competencies and the nourishing of a radical innovation management from the perspective of the RBV/CBV. If core competencies are not available internally or can not be adapted fast enough in a hyperdynamic enviroment, an alternative would be the internalization of external competencies through the acquisition of companies, ventures and start-ups and the transfer of their competencies into the corporation (internalization of external competencies). In the case of the organizational integration of corporate ventures in the core corporation, the independence of the corporate venture plays a signifcant role in order to achieve radical innovation. In the case of mutual competency transfers between the corporate core and corporate ventures two dimensions play a significant role for the organizational integration of corporate ventures, which is the degree of competency leverage achievable ("competency leverage") and the degree of friction that is likely to happen between the corporate core and corporate ventures ("friction potential").
If a newly acquired or founded corporate venture serves the purpose of generating radical innovations during a time span of two to three years for an established business unit of the core corporation and if, indeed, radical innovations have been created throughout that time span, then the corporate venture has to stay autonomous throughout that time span. Once the desired radical new competency has been created it can be considered as a "competency island" within the corporation. It has then to be decided anew about the organizational form of integration of the corporate venture using the above-mentioned dimensions "competency leverage" and "friction potential". This would be the case, if the competency leverage is evaluated as low and the friction potential is equally evaluated as low. 
Competence development and radical innovations from the perspective of innovation management
From the perspective of innovation management theory the generation of radical innovations and business models within established corporations requires an innovation-promoting organizational framework. The inherent riskiness of radical innovation activities has to be minimized, while making the most out of the thereby generated unique opportunities. In order to create this innovation-promoting organizational framework, three specific management principles 28 are necessary (see Fig. 3 ).
29
-Emergence principle (Emergenz-Prinzip): an all-encompassing activation and promotion of radical innovation ability at the periphery, at the basis and outside the corporation through emergent strategies. 28 In this context the wording "principle" is used, as they are not entire strategies, but show strategic characteristics. In other words emergent strategies achieve significant importance in hypercompetitive markets. Therefore an answer to the increase in hypercompetitive dynamism can be the explicit promotion of emergent strategies which allows the corporation to react faster and more flexible to trends in hypercompetitive markets.
31
The question arises whether a corporation can create an organizational framework that promotes emergent strategies. In this context a disadvantage for the creation of radical innovations is the emphasis on top-down processes in strategy development.
32
To weaken this emphasis, many established corporations use today a combined topdown/bottom-up process for deciding on intended strategies. This is aimed to equilibrate the interests of top managment and the corporate basis (middle management, lower management, staff). For the nourishing of emergent strategies, this procedure is similar usless as the unilateral top-down process because leadership is still responsible for the overall strategy, the co-ordination processes remains time 30 Cf. Mintzberg (1994) Furthermore also external innovation potential should be exploited. They can be seen as an additional source of emergent strategies. The demand for bottom-up strategic processes in order to install a radical innovation management should, however, not lead to the conclusion that the same is valid for every top-management strategy. Top-down strategies can prove appropriate, if innovations are to be implemented on a level that includes the whole corporation and where it is necessary to integrate the innovation activities of several business units.
37
Beside the implemetation of a bottom-up strategic process for the generation of radical innovations, an attractive incentive system should also be installed within the corporation to promote the emergence of new ideas.
38
In conclusion it can be said that in a corporation intended and emergent strategies Typically the following separation levels can be distinguished: internal separation, external separation and a combination of both types of separation. The internal separation, which is fullfilled by the development of partly-independent project groups or new business units, is the most conservative model with the lowest level of autonomy. The managers of the partly-independent units receive decision-making power, while ressources are rendered by the corporation. What may cause problems is that the corporate leadership has still the possibility to decide on mayor planning and development processes. Therefore, it is essential for this model of separation to explicitly define interaction rules and to clearly deliminate responsibilities and management tasks between the partly-independent units and the corporate core.
External separation can be achieved by spin-offs, corporate start-ups, joint ventures or corporate venture portfolios. Within the framework of a radical innovation management 39 Cf. Drucker (1986), pp. 236; Day et al. (2001), pp. 21; Tushman/O´Reilly (1998) 
Top-down processes regarding entrepreneurship, strategy and innovation
Top management is acting as entrepreneur and organizes a centralized strategy and R&D process
R&D department is the implementation instrument
Research and development takes place through R&D department and project groups according to top management's orders; focus on incremental innovation
Emphasis on linear business development
Focus on some major projects with incremental and linear characteristics Linear planning and implementation of projects
Bottom-up processes regarding entrepreneurship, strategy and innovation
Utilisation of existing entrepreneurial and strategic potentials through the integration of all employees
Start-up as an implementation instrument
Focus on external development through independent units (corporate start-up or corporate ventures)
Focus on radical innovations and business models
Emphasis on optional business development
Creating space for maneuvers on the process and portfolio level 
